TOM DASCHLE
SUUTH LakGTA

Tlnited States Senate

@{fice of the Demorratic Leaber
EHashington, BE 203107010

February 21, 2003

The President
The White House
Washington, DC 20500

Dear My, President:

The comhination of a national recéssion, a 40% increase in unemployment since January 2001, and
historie state revenue dechnes has severely stramed the Liscal well beng ol states. The nearly S50
billion deficit the states must close this vear is forcing them to cut essential services and raise taxes,
actions that could reduce GDP by one percentage point and hamper our econonue recovery. At the
same time, at least 1 million Americans are at risk of becoming uninsured as states cut their Medicaid
programs, ‘With these realities in mind, | am writing to express my opposition to the Administration’s
Medicaid block grant proposal und to ask vou to work with Congressional Democrats to crafl a
hipartisan response to the need for short-term, meamingful fiscal relief to states.

Stale fiscal relief is a critical component of economic recovery and should be enacted as quickly as
possible, A federal short-term investment in this arca will halp states mitigate devastating cuts in
Medicaid services, provider payments and ultimately, jobs. In fact, our nation's most prominent
ceonomists, including Nobel Laurcates Robert M. Solow and Joscph Stiglitz, have underseored short-
term relief 1o states as one of the best ways 1o boost the economy, [ believe it should be a central
component of the economic recovery package that both the House and Senate will consider in the near
(Lbure,

Bipartisan agreement on & state liscal reliel package can and must happen. There 15 strong bipartisan
support in the Senate for 5.138, sponsored by Senators Rockefeller and Colling. This bill would
provide $20 billion to help governors cope with a sounng cconomy, which has resulled in new demands
on their Medicaid programs. A similar proposal passed the Senate last summer by a vote of 75 to 24,

so the approach clearly has bipartizan appeal and would provide reliel o the states quickly and
efficiently.

In conlrast, the Administration proposal (o loan states $3.2 billion this year -- only if they agree to
accept a capped, block grant for some or all of the Medicaid program -- is the wrong prescription for
both cur economy and our health care system. For a fraction of what states would get under the
biparlisan Senate proposal. states would have to accept a cap on a majority of their Medicaid dollars.

As | understand the proposal, at least 83% of Medicaid spending on seniors, and 66% of spending on
the disabled, would fall under this cap. Funding for prescription drugs and nursing home care would fall




under the cap. States will not reecive federal funds based on the needs of people in their state, and will
see the value of their allotment diminish as they are [orved to pay back the loan in later years, While
states would gain greater flexibility under the proposal, this should not come at the expense of
inadequate federal funding and the elimination of important federal beneliciary proteetions. It's clear
that the proposal would lead to cuts in eligibility and services for many of the most vulnerable
Americans and would not provide adeguate short-term relicf.

If the intention of the Administration’s block grant proposal 1s to give states more flexibility, it 1s not the
only way states can achieve more flexibility in the Medicaid program. Congress can work with you and
the stales o develop appropriate reforms that will make the program more responsive to beneficiary
needs, more efficient and easier to manage, while protecting beneficiary access Lo essential qualily
health care services. While | stand ready to work with you on appropriate Medicaid reforms, this

effort should not hold up the enactment of shorl-lerm fiscal reliel. We need Lo act quickly Lo address

the immediate erises faced by the states, and not hold such relief hostage to legislative changes that can
he considered luter this yeuar, when [ expeet we will take up other health issues,

Working together, 1 am conlident we can develop a bipartisan state liscal reliel packape and a host of
other reforms, including a structurally sound and meaningful Medicare preseription drug benefit.

Ripccrr_‘%}.'.




